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ABSTRACT 



This brief report addresses two issues. One is the 
stagnation in the rate at which young people are receiving 4 -year college 
degrees, and the increasingly high financial barriers to attending college. 
The other is the large, and increasing, inequality in opportunity to achieve 
a college education. At the same time, economists have warned that our 
economy increasingly needs the skills obtained in college, and that income 
for people with less than a 4 -year degree is declining. Educational 
attainment among young adults has been flat for two decades, with the 
percentage of young adults who have completed high school holding steady at 
about 86 to 87% and the number of students completing 4 years of college 
holding at around 23-25%. The staircase to higher education is getting harder 
to climb as costs advance sharply. In addition, most students who start 
higher education do not get a degree. Of those who entered college in 1989, 
seeking a bachelor's degree, 46% had a 4-year degree 5 years later and about 
18% were still enrolled. Exodus from college begins early and is high between 
the freshman and sophomore years. When all negative factors are factored in, 
higher cost, stagnating income, declining aid, and high dropout rates, the 
result is a growing disparity in students ' ability to earn a postsecondary 
degree. Efforts to improve this situation must start early, assuring high 
school graduation and removing in equalities in education at elementary 
levels as well. Disparities in educational achievement at elementary and 
secondary levels must be addressed through setting standards, allocating 
resources, and addressing socioeconomic and family-level causes. For national 
as well as individual well being, there is a strong case to be made for 
greater participation in higher education. (SLD) 
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Preface 



This brief report addresses two issues. One 
is the stagnation in the rate at which young 
people are receiving four-year college 
degrees, and the increasingly high financial 
barriers to attending college. The other is 
the large, and increasing, inequality in 
opportunity to achieve a college education. 
At the same time, economists have warned 
that our economy increasingly needs the 
skills obtained in college and that income 



for people with less than a four-year college 
degree is declining. 

This report is published as part 
of the Policy Information Perspective 
series, in which authors present research 
findings as well as offer their interpretations 
regarding the meaning of those findings 
for private and public policy The views 
expressed are those of the author. 

Paul E. Barton 

Director 

Policy Information Center 
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The Steeper Stairs of Higher Education 



There is widespread agreement that , in our 

economy and society ; a college education is highly desirable . 



Among high school seniors the expectation 
of going on to a four-year college has risen 
from 34 percent of seniors in 1972 to 38 
percent in 1982, and to 54 percent in 1992 
(although considerably fewer than that went 
directly after graduation as originally 
planned). The percentage of high school 
seniors planning to go, on to community 
colleges has also been rising. 

• Parents — those that cannot afford it as 
well as those who can — want their chil- 
dren to go to college. 

• The education system itself is geared at 
each level to prepare students for the next 
level, not for exit from the system before 
college. 

• Finally, economists tell us that demand 
for college graduates is strong and that it 
will be even stronger in the economy of 
the future. Edward Denison’s extensive 
research has established that historically 
20 percent of our economic growth has 
been due to education. Early in 1997, 43 
percent of academic economists surveyed 
by the Wall Street Journal said that to boost 
the economic growth rate, more “spend- 



ing on education and research would give 
the biggest bang for the buck. Nothing 
else comes close.” 

Despite these and other pronounce- 
ments by economists about the needs of the 
economy for workers with ever more 
advanced education, educational attainment 
among young adults has been flat for two 
decades. After rising steadily until about 
1976, the percent of 25- to 29-year-olds who 
have completed four years of high school or 
more has held steady at around 86-87 per- 
cent (see Figure 1). After also rising steadily, 
the number who have completed four years 
of college or more held at 23-25 percent 
during the last two decades. In short, if the 
economists are correct, ancW.he economy’s 
need for more highly educated workers has 
been accelerating; the need is not being met. 
(During this period of educational stagna- 
tion, productivity growth has been at an all- 
time low, although economists have not been 
able to pinpoint the reasons for it.) 

For the individual, it is well established 
that the relative returns of a college educa- 
tion have been growing, even as the cost rises. 
Thus, for any young person coming into 
adulthood, the “catch 22” is that as college 
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Figure 1: Percentage of 25- to 29-Year-Olds 
Completing High School and College, 1940-1995 




becomes harder to finance it becomes ever 
more necessary to go, because those who do 
not are faring worse than ever in the 
labor market. 1 

This relative economic decline for non- 
college graduates is not inevitable. But it is 
the reality in the United States today, and 
likely tomorrow too if we continue in the 
same direction. The reality for the individual 
is shown in the stair steps of Figure 2, where 
increasing family income goes with increas- 
ing education, step by step. 



The Higher Barriers 

The education staircase to higher earn- 
ings is getting steeper and harder to climb. 
The costs have advanced sharply year by year, 
at the same time that states have cut 
expenditures for higher education and the 
federal government has retrenched on 
student aid. 

The average cost for tuition, fees, and 
room and board at four-year institutions has 
risen from $2,577 in 1976-77 to $10,315 in 
1995-96. By 1995-96, the cost at public 



1 For a recent discussion of the individual economic benefits of education, see Anthony P Camevale and Donna M. 
Desrochers, “Community Colleges in the New Economy.” Community College Journal, April/May, 1997, pp. 28-29. 
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Figure 2: Annual Family Income, by Education, 1995 




Source: Census Bureau 



Figure 3: Discretionary Income as a Percentage of Family Income 




Source: Postsecondary Education OPPORTUNITY , Number 46, April 1996, p. 16. 



9 



TOWARD INEQUALITY • 3 



institutions was $7,013, and in private 
institutions, $17, 613. 2 These costs rose 
much faster than the average rate of infla- 
tion, and in excess of the consumer price 
index by 43 percent in public four-year col- 
leges and 75 percent at private universities 
between 1979-80 and 1994-95. 

These cost increases came at a time when 
family incomes were, on the average, stag- 
nant. After reaching a peak in 1973, family 
incomes remained roughly the same through 
1994, in constant dollars. Climbing college 
costs have become an ever-higher hurdle for 
parents with less than four-year college 
degrees whose family incomes have been 
declining in real dollars. In families headed 
by a high school dropout, real incomes 
declined by 37 percent, and in those headed 
by a high school graduate, they declined by 
20 percent while the incomes of those headed 
by people with college degrees rose. Moving 
beyond the education of ones parents is get- 
ting ever harder. And the decline in “discre- 
tionary income,” the income a family has 
beyond the federal poverty level, made the 
decline in family resources available for edu- 
cation even steeper than it appears from the 
decline in total income (see Figure 3). Again, 
those with college educations of four years 
or more gained ground, as those with less than 
four years of college lost it. As family income 
became more unequal, so did the family’s abil- 
ity to finance a college education. 



Of course families — particularly lower- 
income families — do not pay the entire cost 
of a college education, and sometimes they pay 
none. Yet sources of financial support are dry- 
ing up. First, there are the state appropriations 
for support to higher education and for vari- 
ous forms of student assistance. Since 1979, 
all states have reduced tax funds for higher edu- 
cation and for various forms of student assis- 
tance, in terms of dollars spent per $1,000 of 
personal income. New Mexico did the best with 
a decline of only 3.3 percent, but Vermont cut 
by over half, 53 percent. The national average 
was 32 percent 3 (see Figure 4). 

Second is federal financial aid to stu- 
dents. From the 1960s into the late 1970s, it 
became an increasingly generous and avail- 
able source of student aid, greatly expanding 
educational opportunity for young people 
from lower-income families. While still very 
important, it has eroded with respect to 
the degree that it supports students. Grants 
to students (Pell grants) peaked in 1992-93 
at four million recipients, and declined to 3.6 
million by 1996-97. In that time the dollars 
expended dropped from $6.2 billion to $5.7 
billion, and the average grant stayed about 
the same, as college costs continued to rise. 
According to Postsecondary Education OPPOR- 
TUNITY , “If this year the Pell Grant maximum 
award covered the same share of institutional 
charges that it covered in FY 1980, then it 
would be $5,760.” Todays maximum is 
$2,470, which buys just 43 percent of what 
it did in 1979-80. 4 



2 Digest of Education Statistics, 1996 , National Center for Education Statistics, Table 309, pp. 320-321. 

3 Postsecondary Education OPPORTUNITY, Number 53. November. 1996. p. 6. 

4 Postsecondary Education OPPORTUNITY. Number 51 . September, 1996. 
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Figure 4: Percentage Decrease From FY 1979 to FY 1997 
in the Appropriation of State Tax Funds for Operating Expenses 
of Higher Education per $1,000 of Personal Income 
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Source: Postsecondary Education OPPORTUNITY, Number 53, November 1996, p. 6. 
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Figure 5: Percentage of High School Seniors Who Said 
Financial Aid Was ‘Very Important’ 




Source: Trends Among High School Seniors, National Center for Education Statistics, 1 995, p, 44. 



Not surprisingly, concern about 
affordability has skyrocketed among high 
school seniors (see Figure 5). in 1972, 29 
percent of high school seniors said that the 
availability of financial aid was “very impor- 
tant” to them. By 1980, that percent had 
nsen to 39 and by 1992 it was 46 percent. 
Among 1992 seniors from low-income fami- 
lies, it was 64 percent, up from 53 percent 
in 1972. But concern was growing about 
financial aid among middle and higher class 
students as well, and for Black and Hispanic 
students, it was high throughout this period. 

The stairs of higher education are likely 
to continue getting harder to climb. Accord- 
ing to the recent report by the National 



Commission on National Investment in 
Higher Education, a growing shortfall in pub- 
lic funding may force the nation’s colleges and 
universities to turn away half the student 
population by the year 2015. Chair and 
former governor of New Jersey, Thomas Kean 
declares, “Millions of Americans will be 
depnved of the opportunity to go to college, 
because of the combined effect of enrollment 
growth, a six-fold increase in costs, flat fund- 
ing, skyrocketing tuition, and shrinking 
resources.” On the tuition side, a just- 
appointed (July 1997) National Commission 
on the Cost of Higher Education will report 
to the congressional education policy com- 
mittees handling student aid in four months. 
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Leaks in the Higher Education System 



Cj etting started on a college education is 
only part of the solution to expanding opportunity If we want to increase college edu- 
cations , we have to do more than create opportunities for more 18 -year-olds to enter 
college. 



As the system operates now, higher educa- 
tion dips deeply into the pool of high school 
graduates with a sieve. The majority leak 
through before graduating. And it is getting 
worse, not better. Of students who started 
at community colleges in 1989, just 37 per- 
cent had attained any degree five years later, 
and only 6 percent had attained a bachelors 
degree. Another 15 percent were enrolled 
in a two- or four-year college, while 49 per- 
cent were no longer enrolled (see Figure 6). 

Of those who entered college in 1989 
seeking a bachelors degree, (whether or not 
they initially entered a two- or four-year 
college) 46 percent had a four-year degree 
five years later (another 5 percent had an 
associate’s degree, and 3 percent a certifi- 
cate). Another 18 percent were still enrolled, 
and 28 percent had no degree and were no 
longer enrolled. This longitudinal survey 
just began in 1989, so we have yet to see 
how many of the 18 percent will go on to 
earn degrees. If half do, then just over half 
of all those who sought four-year degrees 
will have completed them. 

Whether or not those who enter secure 
a degree is very closely related to socioeco- 
nomic status. Females are more likely to 
complete college than males, White stu- 
dents more likely than Black or Hispanic 



students, and younger students more likely 
than older. Those who did not delay entry 
into college have a better chance of graduat- 
ing than those who did, and those who had 
higher grade point averages are more certain 
of finishing than those with lower averages. 

For those Americans setting out to climb 
the income ladder armed with a college edu- 
cation, the chances of succeeding are about 
those of flipping a coin, considerably better 
for students from higher income families and 
considerably worse for students from the bot- 
tom fourth in socioeconomic status ranking. 
For them, whether they enter a community 
college or seek a four-year degree, only about 
3 in 10 will make it (see Figure 7). 

Exodus from college begins early, is high 
between the freshman and sophomore years, 
and varies considerably by the type of 
postsecondary education. In 1995, the per- 
cent of students who had persisted from their 
freshman to sophomore year varied from 83 
percent in private universities offering 
a Ph.D., to 67 percent in public colleges 
offering a baccalaureate degree, down to 52 
percent in public two-year institutions 
(see Figure 8). 

Of course, continuation rates vary con- 
siderably among schools of each type; the 
variance rates (standard deviations) rank in 
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Figure 6: Five-Year Outcome Comparisons Between Students Entering 
Community Colleges and Students Seeking a Four-Year Degree 
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‘This includes all who entered seeking a four-year degree, whether they 
initially entered a community college or a four-year school. 

Source: Postsecondary Education Longitudinal Survey , Digest of Education Statistics, 1996. 
National Center for Education Statistics, Table 307. 



about the same order as the persistence rates. 
The percent of freshman continuing into 
their sophomore year was 91 percent at 
highly selective institutions, 82 percent at 
selective ones, 72 percent at traditional, 66 
percent at liberal, and 54 percent at open 
enrollment institutions. 5 Again, there is con- 
siderable variation within categories. In the 
middle of the range, “traditional” colleges 
where the majority of students come from 
the top half of their high school graduating 



classes, over a quarter are gone at the end of 
their freshman year. A third of freshman leave 
the liberal colleges not classified as selective. 

These rates are not just high, 6 they are 
getting higher Overall, the freshman to sopho- 
more continuation rate declined slightly from 
1983 to 1995, from 68 percent to 66.9 per- 
cent. But it declined by two percentage points 
or more in private bachelors, public bachelor’s, 
and private masters institutions. The largest 
declines are recent. From 1991 to 1995, 



5 In highly selective institutions, the majority are in the top 10 percent of their high school graduating class. It is the top 
25 percent for selective, and the top half for traditional. In the liberal category, some are accepted from the lower half. 

6 These trends are taken from Postsecondary Education OPPORTUNITY, Number 4, February, 1996. 
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